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EXECUTIVE 

OFFICES 



1328 NEW YORK AVENUE, N. W. 
WASHINGTON 5, D. C. 


September 1, 1959 


TO OUR STOCKHOLDERS: 


We are pleased to submit this Annual Report of Kay Jewelry Stores, Inc. for the fiscal 
year ended June 30, 1959—a year of further growth and expansion. Sales and earnings re¬ 
sumed their upward trend, new stores were added in areas of expanding opportunity, and your 
Company’s financial position was substantially strengthened. 

Net sales for the year ended June 30, 1959 were $24,364,643, compared with $24,- 
198,884 for the preceding fiscal year. Net earnings were $1,121,382 after taxes, equal to $2.01 
a share, compared with $815,732 or $1.46 a share for the preceding fiscal year. 

A survey of national retail distribution areas was completed by your Company shortly 
after the June 30, 1958 year end. As a result of this survey we concluded that it was desirable 
to expand our operations in certain areas. 

Accordingly, I am happy to report that in October of 1958 we acquired Shoshone Jewelers, 
an important and well-established chain of 14 jewelry stores with an outstanding profit record. 
This chain operates in the states of Oklahoma and Texas. Its contribution to our sales and 
earnings, for the eight months of the fiscal year since its acquisition, proved to be substantial. 
This purchase was made on a net asset basis for slightly in excess of $3,000,000. 

In order to accomplish the acquisition and at the same time to liquidate and reduce short¬ 
term loans and discharge certain funded obligations, we sold a $5,000,000 5V2% note, maturing 
April 1, 1974, to the Prudential Insurance Company of America. We are satisfied with the usual 
covenants as to the maintenance of working capital, the payment of dividends, etc. 

The establishment of our credit with a leading insurance company, such as Prudential, 
is an accomplishment of significant benefit to your Company. It was the opinion of your man¬ 
agement that it was most appropriate to incur debt during these inflationary times when taxes 
are high rather than to issue additional common shares which would dilute Stockholders’ equity. 

The additional capital resulting from this loan places us in a position where we now have 
more satisfactory open lines of bank credit in amounts required for peak season purchasing, etc. 

During the last fiscal year nine stores in unprofitable areas were closed, thereby effect¬ 
ing a substantial consolidated operational saving. 

Nine new Kay stores have been opened since July 1, 1958, in line with the findings of 
our survey. These are located in: 

Atlanta, Georgia (3rd store) Louisville, Kentucky (3rd store) 

Bladensburg, Maryland Suitland, Maryland 

Gary, Indiana Wheaton, Maryland 

Hammond, Indiana Winston-Salem, North Carolina (2nd store) 


Hyattsville, Maryland 







Our expansion policy is being carried forward vigorously in the current fiscal year. The 
following additional stores are expected to be open for operation by December, 1959: 

Charlotte, North Carolina (2nd store) Marlow Heights, Maryland 

Greensboro, North Carolina (2nd store) Shirlington, Virginia 

Furthermore, at this writing we are currently negotiating for additional stores, several 
of which, we expect, will be in operation in February or March of 1960. 

In view of the importance of further expansion and geographical diversification in areas 
where today we are not adequately represented, we felt that our stockholders would thoroughly 
understand the advantages and logic of utilizing a limited part of our cash resulting from earnings 
for this purpose. Therefore, your Board of Directors at its last meeting declared a 30 cent cash 
dividend and a 2 per cent stock dividend to Stockholders of record August 29, payable September 
15, 1959. 

The balance sheet and statement of income and retained earnings, as certified by Touche 
Niven Bailey & Smart, Certified Public Accountants, appear on the following pages. 

You will note that for the fiscal year ended June 30, 1958, current assets over current 
liabilities were less than three to one. Because of the financial arrangements set forth above, 
as of June 30, 1959, current assets over current liabilities are in excess of four to one. 

The Annual Meeting of Stockholders, scheduled for the fourth Thursday of September, 
has been postponed to October 15, 1959. Therefore, you will find enclosed a Notice of a Special 
Meeting of Stockholders in lieu of the Annual Meeting, and a Proxy which we would appreciate 
your signing and returning in the enclosed self-addressed envelope if you do not expect to attend 
the meeting. 

In closing, let me assure you that we are happy to hear from you at any time on any 
subject that you feel may be of mutual interest. I invite you as a Stockholder—and your friends 
—to visit our stores whenever convenient and to let us know your opinion of our merchandise 
and services. 

We gratefully acknowledge the cooperation of our employees as well as the interest of 
our Stockholders, who have contributed greatly to our development and growth. 

We look forward to 1960 with continued optimism. The pattern of an expanding econ¬ 
omy continues to develop and is nationwide in scope. We believe our sales volume will increase 
not only in the established stores but also by the addition of the new ones. As a result, we an¬ 
ticipate a continued upward trend in earnings for the fiscal year ending June 30, 1960. 

Respectfully submitted, 



C. D. Kaufmann 
President 
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NEW YORK 7, NEW YORK 


September 4, 1959 


Board of Directors 
Kay Jewelry Stores,Inc. 

We have examined the consolidated balance sheet as of June 30, 1959 
and the related consolidated statements of earnings and of retained earnings 
for the year then ended of Kay Jewelry Stores, Inc. and subsidiary companies. 

Our examination was made in accordance with generally accepted auditing standards, 
and accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 

In our opinion, the accompanying financial statements present fairly 
the consolidated financial position of Kay Jewelry Stores, Inc. and subsidiary 
companies at June 3U, 1959, and the consolidated results of their operations for the 
year then ended, in conformity with generally accepted accounting principles applied 
on a basis consistent with that of the preceding year. 











KAY 


JEWELRY 


ASSETS 


Current Assets: 

Cash_ 

U. S. Government securities _ 

Accounts and notes receivable: 

Trade instalment balances (a portion of which is due after 


one year)_ $11,633,267 

Other trade accounts and notes_ 518,256 


$12,151,523 

Less allowances for doubtful balances, etc_ 1,039,203 


Merchandise inventories, on the basis of cost (first-in, first-out) 

or market, whichever is lower_ 

Prepaid expenses_ 

Total Current Assets_ 


Other Assets: 

Investments in, and advances to, associated companies—at cost, 

less allowance of $50,000 (Note 1 ) ... $ 769,098 

Cash surrender value of insurance on lives of officers_ 159,510 

Unamortized discount on 5V2% note_ 118,716 

Miscellaneous _ 92,736 


Property and Equipment —at cost: 

Land _ _ _ $ 100,000 

Building and building improvements, less accumulated depre¬ 
ciation of $54,314 548,330 

Leasehold and leasehold improvements, less accumulated 

amortization of $553,449_ 640,601 

Furniture and fixtures, less accumulated depreciation of $564,128 513,747 

Automobiles, less accumulated depreciation of $2,239_3,291 


Patents and Trade-Marks —at cost, less accumulated amortization 
of $112,500 


STORES, INC 

CONSOLIDATED 
June 3 

$ 4,017,106 
96,724 

11,112,320 

6,896,802 

141,156 

$22,264,108 

1,140,060 


1,805,969 

12,500 

$25,222,637 


See notes to fine 















































AND SUBSIDIARY COMPANIES 

ALANCE SHEET 
1959 


LIABILITIES AND STOCKHOLDERS’ INVESTMENT 

Current Liabilities: 

Notes and loans payable: 

Banks _ 

Others 

Trade accounts payable and accrued expenses_ 

Federal income taxes (Note 2)_ 

Federal excise and other taxes_ 

Total Current Liabilities_ 


Other Liabilities: 

Deferred federal income taxes on gross margin (Note 2)_ $ 1,794,422 

5V2% note payable due in equal annual instalments of $350,000 

commencing April 1, 1961 (Note 3)_ 5,000,000 

Mortgage payable on land, building and building improvements, 
interest at 4 Vi% (including $13,677 due within one year) 

—payable in quarterly instalments of $8,125 on account of 

principal and interest until maturity in 1976_ 468,369 


Minority Interests in Subsidiary Companies: 


Preferred stock_ $ 38,647 

Common stock and surplus_ 1,069,399 


Stockholders' Investment: 

Capital stock, par value $1 per share (Note 4): 

Authorized, 1,000,000 shares 

Issued and outstanding, 557,988 shares___ $ 557,988 

Additional paid-in capital (No change during year)_ 9,455,853 

Retained earnings (Note 3)_:- 1,759,427 


$ 1,766,250 
93,251 
1,526,161 
877,014 
815,856 


$ 5,078,532 


7,262,791 


1,108,046 


11,773,268 


$25,222,637 


trial statements. 













































KAY 


JEWELRY STORES, 


INC. AND SUBSIDIARY COMPANIES 


CONSOLIDATED EARNINGS 
Year Ended June 30, 1959 


Income: 

Net sales (including $2,847,365 to associated companies) $24,364,643 

Dividends, interest, service fees and other income_ 1,592,475 


$25,957,118 


24,213,780 
$1,743,338 

Federal Income Taxes (Note 2) .. 519,700 

$ 1,223,638 

Portion of Earnings Applicable to Minority Interests in 

Subsidiary Companies ... 102,256 

Net Earnings _ $ 1,121,382 

See notes to financial statements. 

CONSOLIDATED RETAINED EARNINGS 
Year Ended June 30, 1959 

Balance, July I, 1958___ 

Net earnings_ 

Cash dividends paid—$1,60 per share 
Balance, June 30, 1959_ 


$ 1,530,826 
1,121,382 

$ 2,652,208 
892,781 

$ 1,759,427 


Costs and Expenses: 

Cost of sales (including buying and occupancy expenses) $15,568,880 

Administrative, publicity and selling expenses _ 8,271,854 

Interest expense ..... 364,378 

Other_ 8,668 


See notes to financial statements 





































KAY 


JEWELRY STORES, INC. and subsidiary companies 


Notes to Financial Statement 


The accompanying consolidated financial statements include the financial statements 
of Kay Jewelry Stores, Inc. and its majority-owned subsidiary companies. 


1. Investments in, and advances to, 

ASSOCIATED COMPANIES: 

The items included under this caption consist 
of loans ($248,660) and investments ($520,438) 
in the capital stock of 12 associated store corpora¬ 
tions. The equity in the net assets of these store 
corporations amounted to approximately $835,000 
at June 30, 1959. 

2. Federal income taxes: 

Gross margin on instalment sales is taken into 
income at the time the sales are made, that is, 
on the accrual basis. Provision for federal income 
taxes is made on such gross margin, including 
that portion deferred for federal income tax pur¬ 
poses. The federal income tax provision for the 
year ended June 30, 1959 is $519,700 on the ac¬ 
crual basis as compared with $877,014 on the 
cash collection basis used in filing tax returns. 
The latter amount is included under current 
liabilities while the difference of $357,314 has 
been deducted from deferred federal income taxes. 

3. 5 l /2% note payable: 

The loan agreement relating to the 5Vi% note 
payable contains certain restrictions relative to, 
among other things, the payment of cash divi¬ 
dends, purchase of the Company’s capital stock 
and maintenance of consolidated current assets. 
The amount of retained earnings of the Company 
not restricted at June 30, 1959 was approximately 
$350,000. 

4. Stock options and warrants: 

The Board of Directors has granted five-year 


options to purchase 25,000 shares of the Com¬ 
pany’s common stock to the president of the 
Company. The option price is $19.80 a share, 
110% of the market price at the date of grant, 
January 9, 1959. Options to purchase 5,000 shares 
become exercisable on January 9, 1960 and the 
remainder become exercisable one year thereafter. 

In connection with the arrangement for the 
51/2% note payable, five-year warrants to pur¬ 
chase 25,000 shares of the Company’s common 
stock were granted on January 31, 1959 to a 
non-affiliated corporation. The warrants may be 
exercised in whole but not in part at a price of 
$19.00 a share after January 31, I960. 

5. Long-term leases: 

At June 30, 1959, companies included in the 
accompanying consolidated financial statements 
were lessees under 47 leases having terms of more 
than three years from that date with minimum an¬ 
nual rentals of $557,800 plus, in some cases, real 
estate taxes and, in certain instances, increased 
amounts based on percentages of sales. No indi¬ 
vidual lease is deemed significant in relation to 
the enterprise as a whole, the highest minimum 
annual rental being $35,000. 37 of such leases 
expire prior to June 30, 1969. 

6. Earnings: 

During the year, the Company acquired 100% 
of the common stock of each of sixteen corpora¬ 
tions comprising the Shoshone Jewelry Chain. 
The statement of consolidated earnings includes 
the results of operations for these corporations 
from September 30, 1958, the date of acquisition. 












STORES IN THE FOLLOWING CITIES 


Abilene, Texas 

Lynn, Massachusetts 

Alexandria, Virginia 

Madison, Tennessee 

Allentown, Pennsylvania 

Malden, Massachusetts 

Arlington, Virginia 

Marietta, Georgia 

Atlanta, Georgia (3) 

Midwest City, Oklahoma 

Baltimore, Maryland 

Nashville, Tennessee 

Bayonne, New Jersey 

New Bedford, Massachusetts 

Birmingham, Alabama 

New Britain, Connecticut 

Bladensburg, Maryland 

New York, New York (11) 

Boston, Massachusetts 

Norwich, Connecticut 

Brockton, Massachusetts 

Odessa, Texas 

Buffalo, New York 

Oklahoma City, Oklahoma (2) 

Charlotte, North Carolina 

Paramus, New Jersey 

Chattanooga, Tennessee 

Peoria, Illinois 

Columbus, Ohio (4) 

Ponca City, Oklahoma 

Corpus Christi, Texas (2) 

Providence, Rhode Island 

Duncan, Oklahoma 

Quincy, Massachusetts 

Enid, Oklahoma 

Reading, Pennsylvania (2) 

Evansville, Indiana 

Salem, Massachusetts 

Fort Wayne, Indiana 

Shawnee, Oklahoma 

Framingham, Massachusetts 

Sherman, Texas 

Gary, Indiana 

South Bend, Indiana 

Greensboro, North Carolina 

Springfield, Illinois 

Hagerstown, Maryland 

Stamford, Connecticut 

Hammond, Indiana 

St. Petersburg, Florida 

Hartford, Connecticut 

Suitland, Maryland 

Hyattsville, Maryland 

Toledo, Ohio 

Indianapolis, Indiana (3) 

Waltham, Massachusetts 

Jacksonville, Florida 

Washington, D. C. (9) 

Jersey City, New Jersey (2) 

Waterbury, Connecticut 

Knoxville, Tennessee 

Wheaton, Maryland 

Lancaster, Pennsylvania 

Winston-Salem, North Carolina (2) 

Lawrence, Massachusetts 

Woonsocket, Rhode Island 

Louisville, Kentucky (3) 

Worcester, Massachusetts (2) 

Lubbock, Texas 

York, Pennsylvania 


Figure in parentheses indicates number of stores in each city. 








KAY 


JEWELRY STORES, INC. 

1328 New York Avenue, N. W. • Washington 5, D. C. 


Directors Officers 


Mark A. Freedman 
Benjamin B. Golding 
Simon Hirshman 
Homer A. Jonas 
Cecil D. Kaufmann 
Joel S. Kaufmann 
Harry J. Rudick 
A. George Samburg 
David R. Trattner 


Cecil D. Kaufmann, President 
Benjamin B. Golding, Vice President 
David R. Trattner, Vice-President 
Joel S. Kaufmann, Treasurer 
Simon Hirshman, Secretary 


Auditors: Touche, Niven, Bailey & Smart, New York, N. Y. 
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